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Overview of Solvency II
Summary

• Unified prudential regulation of European 
(EEA) Insurers and Reinsurers

• Beyond quantitative measures and 
covers overall risk management

• Overhaul of European supervisory 
structure to encourage transparency and 
market discipline
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• Increase policyholder protection and minimise regulatory 
burden

• Non-zero failure regime
• Three pillar structure, rooted in Basel II and CRD

Presenter
Presentation Notes
CRD – Capital Requirements Directive



Overview of Solvency II
History and  timeline

• Replaces Solvency I which was factor based approach to 
capital based on technical provisions and sum at risk

• Similar principles to that underlying ICA:
– Risk based approach
– Balance sheet is stressed to assess capital requirements
– Internal Model regulation is principles based

• In-force date is currently October 2012
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Overview of Solvency II
Parties involved

European bodies
• European Commission
• CEIOPS/EIOPA
Stakeholders trying to influence across Europe
• CRO Forum, CFO Forum, CEA, AMICE, Groupe Consultatif
UK stakeholders include
• FSA, ABI, Insurers and Reinsurers
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Overview of Solvency II
Four stages of development
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Compliance with and 
enforcement of the new rules

Level 4

National regulators co-ordinate 
implementation and provides 
binding and non-binding guidance

Decide on and approve technical 
details

Pass and adopt relevant 
legislation

Contains 312 articles

Overview

CEIOPS on-going work

Final advice December 2011 

CEIOPS on-going consultation

Adoption expected October 2011

Quantitative Impact Study (QIS) 5: August 
to November 2010

Publication October 2009

Framework Directive adopted April 2009

Implementation 31 October 2012

Current statusLevel

Level 1

Level 2

Level 3

Presenter
Presentation Notes
CRD – capital requirements directive (inforce from January 2007)



Three Pillar approach under Solvency II
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Three pillar approach 
(similar to Basel II approach)

New focus for supervisors

Maximum level of 
harmonisation

‘Use test’

More pressure from capital 
markets

More pressure from rating 
agencies 

Market-consistent valuation

Capital calculation

Quantitative requirements

 Technical provisions

 Minimum capital requirement 
(MCR)

 Solvency Capital Requirement 
(SCR)

 Investment rules

Qualitative requirements 

 Principles for internal control 
and risk management

 Individual risk and capital 
assessment

 Supervisory review process

Market discipline

 Transparency

 Disclosure

 Support of risk-based 
supervision through market 
mechanisms

Pillar 1: Pillar 2: Pillar 3:

Presenter
Presentation Notes
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Three Pillar approach under Solvency II
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Pillar 1 
quantifies risks 

on a balance 
sheet

Pillar 3 fosters 
market 

discipline and a 
risk dialogue 

among 
stakeholders

P3

P2

P1

Pillar 2 
supplements P1 
and promotes 

good corporate 
risk management

Interaction 
of the three 

pillars

Presenter
Presentation Notes
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Pillar 1
Solvency II balance sheet
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Minimum capital 
requirement (MCR)

Solvency Capital 
Requirement (SCR)

Risk margin

Best estimate

Market consistent 
valuation for 
hedgeable risks

Technical provisions
Assets covering 

technical 
provisions, 

MCR and SCR

Own funds

Basic own 
funds

Ancillary own 
funds

Non-
hedgeable 
risks

Surplus

Assets Liabilities

Presenter
Presentation Notes
CRD – capital requirements directive (inforce from January 2007)



Pillar 1
Best Estimate Liabilities

Segmentation of BEL into 16 homogeneous risk groups
Key aspects:
• Cash flow projection
• Options and guarantees – intrinsic and time value 
• Stochastic modelling preferred
• Market consistent calibration – including implied volatility
• Policyholder behaviour
• Management actions
• Participating business – discretionary bonus payments
• Simplifications – small insurers or portfolios, insignificant risks

9
© 2010 The Actuarial Profession  www.actuaries.org.uk

Presenter
Presentation Notes
CRD – capital requirements directive (inforce from January 2007)



Pillar 1
Risk Margin

“… the risk margin shall be calculated by determining the cost of providing an 
amount of eligible own funds equal to the Solvency Capital Requirement 
necessary to support the insurance and reinsurance obligations over the lifetime 
thereof. Project SCR for non-hedgeable risks …” Article 77

Hedgeable vs. non-hedgeable risks
“capable of being fully hedged in a sufficiently deep, liquid and transparent market”
“deep, liquid and transparent markets are defined as markets where participants can 
rapidly execute large-volume transactions with little impact on prices”

Examples of non-hedgeable risks
- 40 year interest rate exposure when the yield curve stretches for 30 years; 
- mortality rate that can be reinsured as the quote is not publicly available and reflects 
the specific circumstances of the two parties to the transaction; 
- operational risk 
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Pillar 1
Risk Margin

Risk margin is the cost of holding capital in respect of non 
hedgeable risks over lifetime of contract, charged at 6% pa, and
discounted to balance sheet date

1. Project SCR for non-hedgeable risks
2. Charge for holding capital

=  Σ (CoC factor) x SCRt x vt
CoC factor = 6% charge

Consistent with Swiss Solvency test
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Pillar 1
Minimum capital requirement
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Minimum capital 
requirement (MCR)

Solvency Capital 
Requirement (SCR)

Technical provisions

Assets Liabilities

• An absolute floor and level 
representing an unacceptable 
risk to policyholder triggering 
ultimate supervisor 
intervention

• Simple and robust calculation 
but not risk sensitive enough

• Ratio of MCR to SCR intended 
to be in range 25-45%

• Linear approach – Percentage 
of basic volume measures e.g. 
technical provision with limits

Presenter
Presentation Notes
CRD – capital requirements directive (inforce from January 2007)



Pillar 1
SCR capital requirement

Article 101
…The Solvency Capital Requirement shall be calibrated so as to ensure that all quantifiable risks to
which an insurance or reinsurance undertaking is exposed are taken into account. It shall cover
existing business, as well as the new business expected to be written over the following 12 months.
It shall correspond to the Value-at-Risk of the basic own funds of an insurance or reinsurance 
undertaking subject to a confidence level of 99,5 % over a one-year period….

SCR can be calculated using:
• Standard Formula
• Partial Internal Model
• Internal Model
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Pillar 1
Standard Formula Modules (QIS5)
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Pillar 1
Standard Formula - Life Module
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Mortality: 1.5‰ increase in the rate of policyholders dying over the following year. 
The morbidity catastrophe stress is removed.Catastrophe risk

Increase of 10% in future expenses and increase by 1% per annum of the expense inflation rate. 
The treatment of policies with adjustable loadings has been removed.Expense risk

More onerous of:
(1) Reduction of 50% in the assumed rates of lapse in all future years for policies where the 
surrender strain is expected to be negative [subject to maximum reduction of 20% in absolute terms]
(2) Increase by 50% in the assumed rates of lapse in all future years for policies where the 
surrender value is expected to be positive [subject to maximum of 100%]
(3) Capital charge for the risk of a mass lapse event (30% of the sum of the surrender strain over all 
policies where the surrender strain is positive)
For non retail business (i.e. pension fund management) 70% of the sum of the surrender strain is 
used as the capital charge for the risk of a mass lapse event)

Lapse risk

35% increase in disability rates for next year: permanent 25% in subsequent years
20% decrease in recovery rates for all years (where applicable) 

20% decrease in mortality rates

15% increase in mortality rates

QIS5Risk

Mortality risk

Longevity risk

Disability risk

Presenter
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Pillar 1
Internal Model

No formal definition was given by the Solvency II Framework 
Directive…… but Industry bodies’ attempts to define it as:

“A risk management system developed by an insurer to analyse the overall risk 
position, to quantify risks and to determine the economic capital required to 
meet those risks” – IAIS 2007

“The overall internal model process is much wider than a capital calculation 
“engine” and reflects the importance of the methods by which parameters are 
developed and how the output is used in the company’s decision making and 
risk management framework.  A successful internal model will involve the 
integration of expertise across many disciplines” – Institute & Faculty of 
Actuaries 2009
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Pillar 1
Internal Model approval process

17
© 2010 The Actuarial Profession  www.actuaries.org.uk

www.fsa.gov.uk/pubs/international/imap_update_april.pdf

Presenter
Presentation Notes
CRD – capital requirements directive (inforce from January 2007)



Pillar 1
Tiering of Own Funds
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Tier 1: 10 years*
Tier 2: 5 years*
Tier 3: 3 years
* also liability duration

“Relative duration …
considered”

Minimum maturity period

Min 50% Tier 1

N/A

Min 1/3 Tier 1
Max 1/3 Tier 3

Directive

Min 80% Tier 1

Tier 1> Tier 2 
Tier 2> Tier 3

Min 50% Tier 1
Max 15% Tier 3

CP46Level

SCR coverage

SCR limits between tiers

MCR coverage

Own funds are tiered based on capital quality

Presenter
Presentation Notes
CRD – capital requirements directive (inforce from January 2007)



Pillar 2
Overview
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Complying will 
demonstrate the 
‘embeddedness’

of the governance 
system group-
wide via active 

Board and senior 
management 
involvement

Fit and proper

Risk management

Internal control
(Compliance)

Internal audit

Actuarial

Outsourcing

Capital 
management

ORSA

Presenter
Presentation Notes
Pillar 2 is intended to represent qualitative requirements of sound management of an insurer and the basis on which supervisory review will be completed.  Gives:
Principles for internal control and risk management
Individual risk and capital assessment
Supervisory review process
We will discuss wider points about System of Governance, Board responsibilities, Risk management and Actuarial functions and ORSA in the coming slides, but just touch on the remainder now.  Articles 42-49
Art 42 – Fit and proper - Definition of ‘fit’:  Persons professional qualifications, knowledge and experience are adequate to enable sound and prudent management  Definition of ‘proper’: Persons are of good repute and integrity.  Notify authorities of who is covered
Art 43 – Proof of good repute.  (New) Directive gives details on how good repute may be demonstrated.  E.g. through by production of an extract from judicial record
Art 46 – Internal control - It is a coherent, comprehensive and continuous set of mechanisms designed to secure:
 - The effectiveness and reliability of the operations
-  Availability and reliability of information / data
 - Compliance with laws and regulations
Aspects to an internal control system, Control environment, Control activities, Communication, Monitoring, Compliance function
The Compliance function will:
advise the Board on compliance with the (current and emerging) laws, regulations and administrative provisions
assess the possible impacts of changes in the legal environment impacting the re/insurer
identify and assess of compliance risk (notify the risk management function)
Art 47 – Internal audit - Must be objective and be independent from the operational functions that it provides assurance over
includes all first line of defence operations
includes all second line of defence operations, including the finance, risk, actuarial and compliance functions
Internal audit findings and recommendations must be reported to the Board or Audit Committee, determine what actions may be taken, 
Make recommendations to ensure proposed actions are executed
Art 49 - Undertakings may outsource functions
Undertaking remain fully responsible for all of their obligations. additional requirements if critical or important operational functions or activities are to be outsourced (effectively a risk assessment)
Firms must ensure regulators have access to the OSP’s business premises to enable them to review the outsourced activity
Firms must notify the regulator of any proposed outsourcing of critical or important functions or activities, developments there of and changes to
outsourcing of critical or important operational functions or activities shall include a formal assessment and ongoing monitoring of:
 	i) impairments to the quality of the governance system
	ii) increased operational risks 
	iii) impairments to the ability of regulators to monitor the firm
	iv) any undermining of service to policyholders









Pillar 2
Governance

Board has ultimate responsibility for compliance (Art 40)
Requirements of a system of governance (Art 41)
• Adequate and transparent organisational structure
• Clearly articulated segregation of responsibilities
• Effective system for reporting of information
• Should be proportionate to nature, scale and complexity of 

operations
• Written policies regarding all aspects of governance
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Some risks are better addressed by governance requirements 
and not just by setting quantitative requirements

Presenter
Presentation Notes
Directive requires that a robust system of governance should exist within the firm
Requires compliance with Articles 42-49.



Pillar 2
Governance – Role of risk management function

Responsible for detailed implementation of the internal model, 
defined in Article 44 of directive as:
•Design and implementation
•Testing and validation
•Documentation
•Analysing and reporting on the performance
•Liaise closely with users and suggest improvements

Many of these roles are currently the responsibility of the actuarial 
function
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Presenter
Presentation Notes
Typo – Article 44 now.
Board have much more direct role in approving the internal model
Everyday implementation will fall to the risk management function.  There appears to be a clear desire within the regulations to create a risk management function that is separate from the actuarial function. Thereby creating internal pressure for model improvement 
This view is re-inforced by CP 56 , which explicitly mentions that a communication feedback loop should exist between actuarial and RMF.

This will be a change for many organisations where the CRO role is performed by AFH or may not exist at all.

Actuarial will remain responsible for the calculation of the TPs and many elements of the regulations, but will contribute to rather than lead the risk management framework
Many companies will need to expand their risk management function – 
Potential opportunities for actuaries to expand their areas of expertise
UK - Introduction of ST9
Chartered Enterprise Risk Analyst / Actuary – developed in the US – being internationalised

Full - list
Board and senior management – Governance
Approval
Roles and responsibilities
Model change policy
Model strategy
Alignment to risk profile
Timeliness of results
Ensuring that sufficient, skilled resource
Risk expert in senior management
On-going compliance
Independent review

Risk management function
Design and implementation
Testing and validation
Documentation
Analysing and reporting on performance
Suggesting improvements
Liaise closely with users



Pillar 2
ORSA

The Solvency 2 Directive Level 1 text requires all firms to perform
an own risk and solvency assessment (ORSA) as part of its risk
management system.

The ORSA is required to include the firm’s view of at least:
• Its overall solvency taking into account its own risk profile 
• Its compliance, on a continuous basis, with its MCR, SCR and 

technical provisions 
• The significance with which the firm’s risk profile deviates from 

the assumptions underlying their SCR 
• The risks it faces in both the short and long term 
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ORSA components

Identify areas of weaknesses in business processes supporting 
risk and capital assessment

Determine internal view of capital requirements 
now and the future

Feedback
loop

Risk 
identification

Risk monitoring

Risk control

Risk reporting

Risk 
assessment

Business 
planning

Own view of capital Stress & scenario 
testing

1st Line Business Processes

Strategic 
planning

Forward looking assessment

Business 
environmentStrategy

Technical 
provisions

Standard 
formula SCR

Internal model 
SCR

Business 
processes

Internal Reporting & 
Governance

Supervisory Reporting & 
interaction

Solvency 
monitoring

Independent 
Review
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Private reporting to supervisors Public disclosure

Return to Supervisors (RTS)
 Full RTS or material change RTS
 Full at least every five years
 Submit 3-4 months after the year end
ORSA will form part of the RTS

Quantitative reporting forms
(QRT)
 Annual – 14 weeks after the year end
Quarterly to support MCR calculation – 4 

weeks after the quarter end

Solvency and Financial Condition Report 
(SFCR)
 ORSA will form part of the SFCR
Submit annually, 3-4 months after the year 
end

Extracts from Quantitative reporting forms 
(QRT)
Timetable as per the RTS

Pillar 3
Overview of the reporting framework
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Presenter
Presentation Notes
Before talking further about the ORSA, reminder of the wider reporting requirements
Former CP 58 
RTS
Directive gives supervisors the power to request info from insurers (Art 35)
Key requirements are that supervisor can assess governance, risks and valuation
Should reflect the nature, scale and complexity of operations
Consistent, relevant, complete, reliable, accessible
(Art 36) – Must review and evaluate the information

Public disclosure
SFCR requirements specify order and format of the report – 7 headings (with associated sub-headings)
Annually disclose - Business, performance and governance
	- Risk profile for each separate risk category
	- Assets and liabilities
	- Capital management (OF, Solvency, IM vs. SF) 
Insurers must have policies and systems to ensure that the SFCR is produced, monitored and disclosed.
Disclose immediately any non-compliance with SCR or MCR

Groups – Reports required at solo entity and group level
Solo entities – must explain group risks and any group management of solo risks
Groups – Group level – similar level of information as to solo – disclose any group specific risks

QRT
Analogous to the FSA Returns. Standard format for disclosure
Requirements still under consideration, although some guidance in CP 58 – not clear what will be public or private.

ORSA
Note that ORSA is expected to be part of both the public and private disclosures.
Discuss interaction further on following slides.



Pillar 3 
Prescribed structure for reporting

The SFCR and RTS will contain a number of pre-defined sections. The SFCR is 
in effect a subset of the RTS which includes some additional sections

Internal Model
(Where applicable)

Business and Performance

Capital Management

Regulatory Balance Sheet

Risk profile

System of governance
& ORSA process

Likely to be published on the firm’s
website in standard web format.

Disclosures on results
of the internal model

Future developments

Explanation of variance against 
plan

Financial and non-financial
objectives

Legal and regulatory issues

Business and risk strategies

The RTS will include these
additional sections to the SFCR.
It will be issued as a private
report to the supervisor

Solvency and Financial Condition Report (SFCR)

Report to supervisors (RTS)

ORSA results
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Presenter
Presentation Notes
Discussed on previous slide that guidance specifies 7 headings (all shown except Exec summary) and sub-headings:
For example, within Risk profile expect to outline details of exposure, concentration, mitigation and sensitivity for all risk categories

In addition – private submission will have the same overall structure including:
- Regulatory jurisdictions
- Future market trends (management view) – including BCP
- Future risk developments, mitigations and solvency position
- Performance compared to plan
- Significant regulatory, legal and confidentiality issues
- Greater detail of governance & control – including internal audit findings
- Greater detail of qualitative & quantitative information regarding internal models

Given the comprehensive nature of these disclosures, what more will be required within the ORSA?

Formal guidance on the ORSA is limited:- 
- Article 45 in the directive
- CEIOPS issues paper on the ORSA produced in May 2008

CEIOPS will release a L3 Consultation Paper on the ORSA in Spring 2011.
This will provide standards, recommendations and guidelines on Pillar 3 including QRT’s and the scope of external audit.

ORSA will due to its very nature contain some prospective elements due to requirement to scenario test
Public disclosure – Process, approach, how ORSA used within the business, describe risk function operates	
Private disclosure – Results, scenario testing 
CHECK WHAT CAROL SAID HERE RE CONTENT
On next slide – will remind ourselves of why the results may be different for P1 and ORSA process




Documentation Requirements
Overview

The Internal Model will need to be underpinned by robust 
documentation, it is expected to include:
• Demonstrate compliance with the 6 other Internal Model tests
• A firm will have a clear documentation policy
• Sets out the theory, assumptions, and mathematical and 

empirical basis “such that an independent, knowledgeable third 
party could understand the reasoning and the underlying 
design and operational details of the internal model”. 

• “Rationale for the decision to adopt certain practices”
• All major changes
• Documentation will take into account its target audience
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Quantitative Impact Studies (QIS)
Overview

CEIOPS has run a series of ‘Quantitative Impact Studies’ (QIS) 
QIS1 focused on technical provisions
QIS2 provided the first test of the capital assessment proposals for 

the ‘standard approach’; -
QIS3 updated a number of elements of the calibration and tested 

group proposals for the first time. 
QIS4 took place in 2008 and focussed on calibration of standard 

formula
QIS5 currently taking place and results expected Spring 2011
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– Segmentation
– WP business / Mutuals
– Reinsurance assets
– Mass lapse stress test
– New business allowance
– Resourcing and runs required
– Delays in issue of templates and 

multiple updates
– Lack of clarity and inconsistency in 

the technical specification/Q&A
– Ring-fencing
– Equity concentration risk – lack of 

credit ratings in asset data feeds
– Interest rate stresses – minimum 

floor of 0% for Fixed and Real
– Group calculations

– Contract boundaries
– Expected profits in future premiums 
– Staff Pension Scheme (inc. or exc. 

from SF)
– Liquidity premium

– ESG calibrations

– Risk margin
– Unavoidable market risk

– SES
– LACOTP

– Guaranteed versus discretionary benefits
– Value of future discretionary benefits

– Tax position/basis/modelling of 
deferred tax assets

– LACODT

QIS5
Key issues emerging

Presenter
Presentation Notes
This slide shows some of the key issues – we will talk in more detail about those in bold and clearly will be here all night if I try to cover all of these!

So I will focus on some of the key areas:
EPIFP: this is effectively a VIF type measure that has caused some controversy because the initial proposals were to include this as Tier 3 capital – i.e. only allow 15% of it to count. Presumably this would be done by increasing the BEL? Not sure… Anyway, the current position is that it will be allowed as Tier 1 BUT, CEIOPS wanted to know how much this would be worth. However, its not very easy to calculate this anymore. QIS5 helpfully suggested an approach whereby you see what the impact on the BEL is of assuming that all policies become paid up… which is quite difficult for products that have no PUP basis (e.g. term business). This would lead to major inconsistency across the industry.
Pension schemes: it is not clear whether pension schemes should be included in the SF SCR calculations. The FSA has said that they should not be included – but that an internal model should include them. Looking into the directive does not help much – it does not definitively say one way or another. However, consensus is that they will not be included in QIS5. The directive has some text that implies this is because pension schemes (in the UK at least) are not regulated by the FSA. Clearly they are a source of risk for many companies.
FDB and runs required: the value of future discretionary benefits has caused some concerns, particularly with clients outside of the UK. Within the UK, this seems to be a familiar concept. More on this a bit later though. What I did want to point out at this stage, is that the FDB can be used to reduce the number of runs required for each risk sub-module. The is because the gross capital amount can be calculated from the net capital amount (i.e. using all management actions) and adding back the difference between the BE of the FDB and the stressed FDB.
LACODT: I was at an internal SII workshop where we had invited a range of KPMG people – including one of my tax colleagues who asked how the LACODT would be calculated – I responded that we did not know and we were hoping she would tell us! Needless to say, the latest I have heard from our tax people is that this calculation is not as simple as it seems. Many clients will simply use the tax rate multiplied by the SCRshock value (BSCR + LACOTP + OpRisk) which is a rough approximation. In fact, the impact depends on what caused this loss and the recoverability of such a tax asset should also be allowed for.
New business: suffice to say, the inclusion of new business seemed to be a computational headache – but one that I expect most actuaries would relish (except in QIS5 timelines)… however, whilst the directive seems very clear on this point, and the draft QIS5 spec also seemed clear (albeit brief), the final QIS5 spec was less clear – despite the industry asking for more guidance. The first paragraph says to include new business but the third (SCR 1.14) “The scenarios do not take into account the changes in assets and liabilities over the 12 months following the scenario stresses. Therefore these capital requirements do not take into account the expected profit or loss of the business written during the following 12 months.” Which implies that new busines should not be included… Consensus is that no new business will be included for Life business but that non-life companies will include one year. SLT health will follow the life treatment and non-SLT health will follow the non-life treatment.

Contract boundaries:�The spec states that the contract term should be up to the point at which the insurer as the unlimited ability to change the premium but definitions are not clear.�what does unlimited ability to change premiums mean? Does PRE come into it?��Economic relevance ? What does this mean? Spec quotes  a figure of 1000% as not having economic relevance but where is the line to say what does have economically relevant and what is not?��What about on unit linked business where eg there may be a cap of say 2 times on the charges?��What future cashflows are included? What implications does this have?��lobbying action��what about contracts where the benefits can be changed instead?��Any clarification from the FSA this morning??��Consistency across Europe may be difficult of different regulators issue different guidance of their own eg FSA produces their own interpretation and BAFIN or the French regulator also produces tier own. How will groups across Europe deal with this?�
Expected profits in Future premiums - categorisation, different lapse rates needed?�How are companies thinking of performing these calculations? �What does “with all the other assumptions remaining unchanged” mean? Does this mean using premium paying expenses for policies which have PUPPED?�Did the FSA say anything about this area?�
Allowance for liquidity premium/discounting��are systems set up to deal with yield curves by product ?� Will deferred annuities have 100% LP? What about WP annuities? If these given 100% Will there be some WP business with 75% and some with 100% and will this cause any system issues?�Transitional provisions

Risk margin methodology�many clients are not quite ready to be projecting their SCR and so are being a bit more pragmatic and this was probably the intention at the QIS5 level as CEIOPS probably realised companies would not be this far ahead in their preparation for Solvency II.  ��Companies are therefore having to use proxies to estimate this. Various proxies are being suggested for different risks.� What types of approximations are companies thinking of? Did the FSA give any indications of what they might expect?

Loss absorbing capacity of technical provisions
Split of guaranteed and discretionary benefits
FDB
Single equivalent scenario
Tax position/basis e.g. for deferred taxes�Loss absorbing capacity of deferred tax
Recoverability of deferred tax – how to allow for this under stresses?
Segmentation/product mapping - broadly? SLT categorisation�more of a systems issue
Reinsurance recoveries�need for spreadsheets data availability
Mass lapse stress test��by policy?
What new business should be allowed for
Unavoidable market risk��what des this include? Any examples?
8. Currency risk

Consolidation��at what level will the results be presented t the FSA? Will this be by entity level or will these follow previous submissions eg ICA level which may not necessarily be at entity level depending on the different group structures. Does the pre-app have implications on this?

Audit/Published��are companies thinking of publishing their results and what implications does this have on the audit of these numbers. Will their internal model numbers also be audited?

Resourcing???�How much time are companies thinking of spending on QIS5? How much have they already invested in QIS5?

Value of FDB = less runs

In QIS-5 EPIFP (effectively the VIF asset) has been placed in Tier 1 to the relief of insurers. But separate calculation is being required and many regulators in CEIOP are known to be unhappy with the Tier 1 treatment. This may not be an issue if the EC has the final word but the EIOPC has to agree the EC proposals in this area and EIOPC members are often close to their CEIOPS countrymen – indeed for several European countries they are the same agency.




Industry Concerns
Overview

Cost of implementing is high and resources are stretched
Timescales are tight to achieve all that is required
Consistency of implementation across Europe
Treatment of  non-European entities (Equivalence)
Lack of guidance in some key areas (e.g. ORSA)
Liquidity Premium
Onerous documentation requirements
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Presenter
Presentation Notes
CRD – capital requirements directive (inforce from January 2007)



Questions or comments?

Expressions of individual views by 
members of The Actuarial Profession 
and its staff are encouraged.
The views expressed in this presentation 
are those of the presenter.
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